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Signs of Recovery 
Noted in Business 


Many Industries Show Increased 
Activity Following Rapid Rise 
in Stock Market Prices 


FUTURE TREND IS UNCERTAIN 


Sustained Improvement Not Likely 
Until Adverse Factors in Recov- 
ery Picture Are Removed 
Is a new recovery movement really on 
its way? Has the bottom of the business 
recession which began last summer been 
reached? Does the spectacular increase in 
stock prices on the New York Stock Ex- 
change, which began June 20 and has con- 
tinued steadily since with few interruptions. 
forecast a similar upward movement in 
general business activity? What, in brief. 
are the prospects for business during the 

coming months? 

These are the questions of the hour as 
one contemplates, with hope and yet cer- 
tain misgivings, the American business 
scene in midsummer 1938. To the un- 
tutored layman, whose appraisal of general 
economic conditions is generally made from 
his personal experience, there are numerous 
encouraging signs. Perhaps the most im- 
portant of these is the spirit of optimism 
among businessmen themselves which has 
supplanted the dark pessimism of a few 
weeks ago. Not only do the ticker tapes 
of the stock markets reveal a changed atti- 
tude and hope kindled anew, but the general 
atmosphere is pervaded by greater optimism 
than has been apparent for many months. 
There is a general feeling that the recession 
has come to an end without developing into 
a prolonged depression similar to that 
which fell upon the country in 1929. 


Role of Stock Market 


While it has frequently erred in its prog- 
nostications of the trends of American busi- 
ness, the stock market is still regarded as 
a fairly accurate barometer of economic 
conditions. Upward movements of stock 
prices may continue after business has ac- 
tually begun to decline, and conversely they 
may be lethargic in the face of improving 
business conditions. However, from a long- 
range point of view, the stock market is 
generally a fairly accurate barometer of 
what business is doing or may be expected 
to do. Thus the steady rise of stock prices 
during the last six weeks assumes unusual 
importance. 

Nor are the reasons for the role of the 
stock market difficult to see. To a large 
extent, business is actually affected by what 
businessmen think it is going to do. If 
they feel that conditions are unsound and 
the prospects of making large profits are 
not bright, they are likely to hesitate in 
increasing their activities and to delay ex- 
pansions which they might otherwise make. 
If, on the other hand, they see signs of the 
industrial skies clearing, they rush orders 
and prepare for expanded activities. From 
their point of view, the most encouraging 
sign of a clearer industrial atmosphere is 
a rising stock market, for it reflects the 
view on the part of large numbers of busi- 
nessmen that future profits will be large. 
It is a psychological factor, to be sure, but 
the psychology itself may have a direct in- 
fluence upon the trend of business. 

Of course, the rapid, even spectacular, 
rise in stock prices of the last few weeks 
is not the only encouraging sign of im- 
proved business conditions. Those who be- 
lieve that the recession has actually come 

(Concluded on page 8) 
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On Changing Your Mind 


It would be a good thing if each individual were to keep a diary in which he jotted 
down not only outward events, but thoughts, stressing those ideas which, from day to 
day, seemed most interesting, important, or significant. Occasionally, then, the diarist 
might look back over his record to see how consistent he has been cases, he 


will probably find a surprising degree of inconsistency. Opinions held at one time will 


In most 


be reversed a little later. These changes may come so slowly that he is not conscious of 
them. He does not know how often he changes his mind unless here its some means of 
confronting him with a record. He assumes a greater degree of continuity and con- 
sistency in his thinking than really exists. 

This changing of the mind is, of course, a wholesome thing. Change is an essential 
element of progress. If one ho!ds the same views today that he held a year ago, he has 
not grown. He is standing still. The discovery of a shifting of opinions with the passage 
of time is an encouraging symptom. It indicates progressive thinking rather than stag- 
nation. There is, after all, no peculiar sanctity about opinions formed at the age of 
twelve or fourteen or sixteen. Why, then, should these opinions stand in preference to 
those which might be formed at twenty? And why should one not have as much con- 
fidence in facts acquired at fifty as at thirty? One has reached a sorry state when 
he assumes, even subconsciously, that his powers of fact-finding and analysis are less 
acute than they once were. We all need to be bound less by the assumptions we chanced 
to form yesterday. We need a greater confidence in the facts and ideas of today and a 
greater faith in the possibility of tomorrow’s discoveries. “A foolish consistency,” says 
Emerson, “is the hobgoblin of little minds.’ Let us not, then, fear to welcome new 
facts because they oblige us to discard the data which we gathered last year. Let us 
embrace new ideas if they seem sound to us today, even though they run counter to 
the thoughts we may have expressed a week ago. 

The rapidity of change in our thinking will depend in part upon our age. When we 
are young and our accumulated experience is slight, new data may be expected to exert 
a considerable influence upon our thinking. As we grow older and are in possession of 
a larger body of fact, new data will affect the total of our thinking less. If an old man 
changes his ideas very rapidly, it may indicate a previous failure to systematize his 
material and organize his mental possessions. If a young man changes too slowly, it may 
indicate arrested development and intellectual stagnation. 
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Soviet Union Turns 
To Asiatic Empire 


Develops Siberian Industry and 
Agriculture as Second Line 
of National Defense 


IMPERIALIST TREND IS SEEN 


Soviet Agents Penetrate East in Drive 
for Commercial and Economic 
Supremacy in Asia 


The last two years have seen a definite 
trend in the policy of Soviet leaders away 
from Europe and toward the east. Help 
which had been given the Spanish loyalists 
was first gradually withdrawn. Soviet rep- 
resentatives began to be seen less and less 
in the conference halls of Europe. When 
Poland recently threatened to invade Lithu- 
ania, the Soviets showed little disposal to 
aid their small, friendly neighbor. Long one 
of Germany’s best customers (even under 
Hitler), the Soviet trade delegations are 
now winding up their affairs in the Reich 
and departing, leaving only a skeleton staff 
and a few small orders behind. Short of an 
invasion of Czechoslovakia, the Soviets 
seemingly will not be troubled by what goes 
on in Europe. While this has transpired, 
thousands of people living along Russia’s 
1,500-mile western frontier have been re- 
moved by the government and sent inland. 
A strip of no-man’s-land, in places 100 
miles wide, has been cleared away leaving 
only sentries, secret agents, and a tangle of 
barbed and electrified wires. There are 
few railroads, and even fewer motor roads. 
The Soviets, it might almost seem, are 
withdrawing from Europe and bolting the 
gates behind them. 


Activities in Far East 


One reason for this is thought by some 
to be the increased attention which is being 
given to affairs in China and Siberia, and 
perhaps even a policy of domination in 
Asia. In Siberia construction and produc- 
tion are being rushed as never before in 
history. Construction gangs are building 
new railroads and improving those already 
in operation. Others are building plants, 
new towns, and cities, digging mines and 
irrigation systems. Engineers bore under- 
ground through soil and rock while sci- 
entists test soil and examine the crops and 
trees. Far to the north, icebreakers with 
sharp steel prows plow their way through 
an ice-locked sea to keep open the hazard- 
ous Arctic Sea route from north Russian 
ports to the Pacific. Beyond the far-flung 
Siberian frontiers, Soviet agents penetrate 
the Chinese Turkestan, Tibet, Outer Mon- 
golia, and China proper upon missions best 
known to Moscow and to themselves. 

The fact that three of the six stops that 
Howard Hughes made on his recent round- 
the-world flight were in the Soviet Union 
demonstrates the immensity of this region. 
If a traveler were to take an express train 
from the Moscow station to Vladivostok in 
eastern Siberia, he would be starting off on 
the longest overland trip it is possible to 
take within the borders of one country. He 
would have to cross most of the Soviet 
Union which, occupying eight million 
square miles of land, comprises one-sixth 
of the inhabitable land on this globe and 
is three times the size of the United States. 
The trip would take him nine days, and 
even if he went first class, he would find it 
fatiguing. From Moscow east he would 
find the landscape dreary and monotonous. 
Then he would cross the Ural Mountains 
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and on the other side at a town called 
Chelyabinsk, learn he was entering Siberia 
and Asia. There would be more flat land, 
and still more for days to come. On either 
side of the train it would flow by as wide 
and immense as the sea. 

Until he reached Irkutsk, on Lake Baikal, 
he would be traveling through the “black- 
soil” belt of the Soviet Union, which grows 
narrower and narrower as it gets further 
east, until it seems to cling to the railroad, 
as do the Siberian people. And that thin 
line of steel, the Transiberian, is the life- 
line of the region. A few miles 
north or south brings one to wilderness. 
To the south lie the grassy steppes which 
wither away from drought into deserts and 
the great dust bowls of central Asia. To 
the north, dark, silent, and all but impene- 
trable, stands the immense Siberian forest. 
In the Arctic where even trees cannot stand 
the cold, it dwindles away into tough shrubs 
and finally the bleak tundra. But few 
white men go there, even today 


score 


Racial Conglomeration 

This region to which the Soviets have 
been turning increasing attention is not 
only immense in area, but populated by a 
great diversity of races——some, scattered 
remnants of ancient civilizations, and oth- 
ers little known and obscure. There are the 
Kirghiz, Tatars, Bashkirs, Sarts, Chu- 
vashes, Uzbecs, Turkomans, Osmanli 
Turks, Mongols, and others. Many others 
have developed a limited form of agricul- 
ture. The best lands, however, are held by 
the Russian colonists (some voluntary and 
some not) who constitute a majority of Si- 
beria’s 25,636,900 people. Their numbers 
are constantly being swelled by new colo- 
nists, and by skilled workers who are being 
imported to operate Siberia’s growing in- 
dustries. So great has this influx been that 
the population has increased 146 per cent 
since 1914. 


Progress under Soviets 


The Soviets have exerted their utmost 
efforts to enlarge the productivity of these 
regions. In the steppes (dry, grassy plains) 
they are building irrigation works in the 
hopes that they can offset the dryness, 
and growing barriers of trees to hold down 
the dust. Experiments with a type of 
wheat that grows so rapidly in its initial 
stages as to ripen before the short summer 
closes have been partially successful. The 
very high temperatures in the summer (as 
contrasted with 40 to 60 degrees below 
zero in winter) help in the rapid growth of 
the crops. 

Although it has only six per cent of the 
population of the Soviet Union, Siberia 
contains 12 per cent of the cultivated 
lands. Thus the average Siberian farmer 
works twice as much land, and has gener- 
ally been better off than his Russian 
brother. Today, however, 90 per cent of 
the farms of Siberia have been drawn into 
the “collectives” wherein all land is pooled 
and all work on it either for wages or for 
a share in the crops. These huge farms are 
aided by Soviet land banks which extend 
loans on crops, and by technical advice 
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offered by various agencies which function 
to keep farm production up. The flat farm- 
ing areas of Siberia are well adapted to 
modern methods. Sowing and spraying by 
airplane are carried on to a larger extent 
here than in any other region in the world 
with the possible exception of some sections 
of European Russia. There are now 
367,000 tractors in operation, and from 
two-thirds to three-fourths of the plowing 
is done with mechanized equipment. In its 
granaries, dairy products, meat and fish, 
Siberia is today self-sufficient, and has 
considerable left over for export. 
Industrial Bases 


Among the more spectacular of the re- 
cent developments in Siberia have been 
those in the field of mining and in the 
building up of heavy industry. These ef- 
forts spring not only from the Soviet’s 
natural desire to exploit its own resources, 
but from its desire to build up a great in- 
dustrial center out of reach of any foreign 
invader, and out of range of any bombing 
plane ever built. Even if the coal- and iron- 
producing regions of the Ukraine are in- 
vaded in the future, the Soviets will have 
their Siberian reserves to fall back upon, 
and those reserves today are impressive. 

The industrial regions in Siberia are 
centered in two areas. One is in the Urals, 
whose rolling pine-clad slopes, marking the 
border between European and Asiatic Rus- 
sia, contain iron ore in amounts estimated 
at one billion tons and up. Where there was 
nothing but wilderness before, there is to- 
day a great Soviet Pittsburgh called Mag- 
nitogorsk, which the Soviets themselves re- 
gard as a major achievement of their Five- 
Year Plan. Other steel plants are rising at 
Konsomolsk in the Far Eastern region, at 
Kharbarovsk on the Amur, and at Petrovsk, 
near Lake Baikal. Nickel, copper, alumi- 
num, manganese, tungsten, chromite, mo- 
lybdenum, vanadium, and other alloys are 
also found and mined. Tin has just been 
discovered in deposits of impressive size. 
In gold, of course, Siberia is enormously 
rich, perhaps more so than any other coun- 
try. Already her production of this pre- 
cious metal is running a close second to 
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COURTESY HARPERS 


OF SIBERIA, SHOWING THE EAST-WEST RAILWAY AND THE NORTHWARD FLOWING RIVERS 


South Africa, which now leads the world. 


One thousand and four hundred miles 
east of Magnitogorsk lies the second Si- 
berian industrial base: the coal fields of 
the Kuznetz Basin which contain 26,000,- 
000,000 tons of coal. This coal is urgently 
needed for coking the blast furnaces at 
Magnitogorsk, and thus the train loads be- 
tween the two centers are heavy. The 
Kuznetz district also has its blast furnaces 
and rolling mills; thus the trains carrying 
coal west, return with iron ore. 

But to Siberia her immensity may well 
be the source of her weakness, for indus- 
trial life in such a huge area demands good 
transportation, and Siberia has 
none. It is unfortunate, for in- 
stance, that the three great navi- 
gable rivers, the Ob, the Lena. 
and the Yenesei, flow north into 
the Arctic, while the main stream 
of traffic moves east and west. A 
fourth river, the Amur, although 
it flows east for a long distance. 
finally turns north and empties 
into the Sea of Okhotsk. Perhaps 
the most brilliant of all the Si- 
berian projects have been the at- 
tempts to turn these rivers to 
good use by opening an Arctic Sea 
route north along the Russian 
coast, down through any of the 
rivers, or along Siberia and down 
into the Pacific ports. Forty-eight 
steamers are now in regular serv- 
ice on the Yenesei, which is navi- 
gable for 2,000 miles. Twenty 
vessels made the trip from Mur- 
mansk and Archangel in north 
Russia to the Pacific or back last 
summer, and about a_ hundred 
more to the mouths of the various 
rivers of Siberia. However, one 
ship was caught and crushed, the 
weather forecasters of the North- 
ern Sea Route Administration be- 
came involved in ugly charges of 
wrecking and sabotage, and a pall 
of gloom settled over what had started out 
with sufficient heroism and daring to win 
the acclaim of the world. 


Transportation 


There are few good motor roads in Si- 
beria, and even dirt roads are limited. The 
Transiberian Railway from Moscow and 
Leningrad to Vladivostok forms the prin- 
cipal artery of traffic. Originally built for 
its strategic value in the last years of the 
nineteenth century, it still serves a very 
useful purpose today, and has_ been 
double-tracked, laid with heavier rails, and 
very recently its poor equipment aided by 
new locomotives and other rolling stock. 
Since life in Siberia is so dependent upon 
this line, its vulnerability is keenly felt. 
Running so close to the Mongolian and 
Manchukuoan borders, it might be cut by 
an enemy—say, near Baikal, and all the 
regions to the east cut off. Therefore a 
new line is undergoing a construction which 
is shrouded in secrecy. This line pur- 
portedly runs from Irkutsk north around 
Lake Baikal and through the mountain and 
forest wilderness to Nikolaevsk where the 
Amur flows into the Sea of Okhotsk. Much 
legend has been circulated about it. Some 
say it has been completed, others that it is 
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under construction. Soviet officials main- 
tain a tight-lipped silence upon the subject 


Center of Tension 

This region east of Lake Baikal is usu- 
ally called the Trans-Baikal district. It is 
here that the present tension in Siberia is 
centered. Half a million troops, some of 
the best in the Red Army, supported by 
1,000 war planes in secret airdromes, are 
spread out along the Amur, from Irkutsk to 
Vladivostok. There is no secret about the 
mission of the Far Eastern Red Army com- 
manded by Marshal Bluecher. It is to keep 
the Japanese out of not only Siberia, but 
Soviet-controlled Outer Mongolia as well. 
The border line (which has been drawn as 
the center of the main channel of the 
Amur) shifts every time that broad erratic 
river shifts, with the result that a constant 
state of tension, with so many border “‘inci- 
dents” as almost to approach desultory 
warfare, serves to keep alive the spirit of 
vigilance in the Red Army, and in the best 
divisions of the Japanese army which are 
massed across the border. Anyone might 
think that in such a situation a mere 
spark might set both armies moving. But 
there has been many sparks and as yet no 


fire. One was struck last week when 
Japanese claimed Russians occupied a 
Japanese position. Whether it will die 


or kindle into a flame cannot now be told 

Although the Soviets remain strictly be- 
hind their own border north of the Amur 
the same cannot be said of their activities 
in Outer Mongolia, in Sinkiang, Kansu, and 
Koko Nor, the more remote provinces of 
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the old Chinese Empire. The Soviets 
frankly dominate Outer Mongolia today, 
and its small but well-equipped and very 
mobile fighting force. The two govern- 
ments work closely, hand in hand in op- 
position to Japanese aspirations in that re- 
gion. In Sinkiang, the domination is not 
so open, but it is there nevertheless. A few 
years ago when hordes of ragged Tungan 
horsemen swept down from the hills in 
Sinkiang. sacked a few and then 
showed determination to overthrow the 
government at Urumchi, friendly to the 
Soviet, it Soviet troops that drove 
them off, and a Soviet air detachment that 
harried them back into the hills, machine- 
gunning them all the way. As the Russians 
penetrate Sinkiang, they extend their 
sphere of influence south to the borders of 
India—a situation England does not like. 


towns, 


was 


One explanation which is given of the 
Soviet penetration of the Far East, is that 
Stalin is himself an Asiatic, and prefers 
the vast regions of Asia to crowded Eu- 
rope for future Russian development. Asia. 
in size and population, is the greatest of 
all continents. If Russia, a European 
power, can dominate its land and its peo- 
ples, who knows where she may someday 
arrive? 
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Spain: While a drizzling rain fell over 
the Iberian Peninsula last week, loyalists 
and insurgents observed the beginning 
of the third year of the Spanish conflict. 
On the insurgent side pride was shown in 
Franco’s accomplishments. More than two- 
thirds of Spain is in insurgent hands 
together with Spanish Morocco and most 
of the Balearic Islands. The loyalist 
armies having been cut in two last spring, 
wall of insurgent troops now 
Catalonia from Madrid, while 
the eastern seaboard is walled up by an 
effective blockade. Loyalist civilians have 
been taught by relentless air raids what 
they must expect for resisting the will of 
Franco, Mussolini, and Hitler combined. 
As insurgent crowds celebrated in the 
streets of Salamanca, Burgos, and Sara- 
their victorious troops dislodged 
loyalists in the ring of hills north of 
Valencia, and opened the way for a 30-mile 
drive downhill towards that port. 

On the loyalist side of the lines there 
was a note of desperation in the celebra- 
tions. For the most part spirits were low, 


a solid 
separates 
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although determined in a grim sort of way. 
The ravages of the two-year-old war were 
manifest not only in the shambles of 
ruined buildings. twisted tracks. and gaping 
holes in streets, but in the eyes of the 
people, in those of boys already men, and 
already old knew that 
since spring their armies had been retreat 
ing and fighting with their backs to the sea 
in a vain effort 
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to hold back the crushing 
of big 
and highly mecha 
well as swarms of wat 
planes against which flesh and blood could 
not prevail. 


advancing iron wall 
mortars. tanks 


nized infantry as 


weight of the 
guns, 


Loyalists have seen them- 
selves deserted by one country after an- 
other. With their supplies cut off by the 
blockade on hand, the American 
embargo. and the curious functionings of 
the Nonintervention Committee on the 
other, loyalist chances of success decrease 
They have not yet lost all hope 
They would point out that Napoleon had 
conquered more of Spain than has Franco 
before the Spanish people turned and drove 
him out. 


one 


daily. 


They hope for an open rift 
in insurgent ranks over the matter of 
Italian demination, a modification of the 
American embargo. and the fall of British 


Prime Minister Neville Chamberlain. 








The American Observer 


1 Weekly Pevier of Social Thought 
and Action 
Published weekly throughout the year 

(except two issues in December and 

the last two issues in August) by the 

‘tvic EpucaTIon Service, 744 Jackson 

I? ace, Washington, D. C. 

Subscription price, single copy, $2 a 
calendar year. In clubs of five or more 
for class use, $1 a school year or 50 
cents a semester. For a term shorter 
than a semester the price is 3 cents a 
week. 

entered as second-class matter Sept. 
15, 1931, at the Post Office at Washing- 
ton, D. C., under the Act of March 3, 


IS79 





EDITORIAL BOARD 
CHARLES A. BEArD HaAroLp G. MOULTON 
Frep J. KELLY Davip S. Muzzey 

WaLterR FE. Myer, Editor 


PaucL D. MILUpR, Associate Editor 
































POLE VAULT 














HUROLES 





TOO MANY GAMES OF HIS OWN 


Otherwise the outlook is gloomy. They are 
determined to hold out as long as they 
can, but how long will that be? Another 
few months? Another year? And then 
what ? 


* 


Japan: Although such had been gen- 


erally expected, there was _ considerable 
stir recently when the Japanese govern- 
ment notified the Olympic Commission 
that Japan could not play host to the 


Olympic Games in 1940. Since the Jap- 
anese people have long shown a keen and 
sportsmanlike interest in the Games, and 
had therefore received news that the 1940 
Games would be held in Japan with pride 
and delight, they showed intense disap- 
pointment on learning of the cancellation. 
There was some question as to whether 
Japanese prestige had not suffered. In 
China it was jubilantly declared that it 
had. Most countries showed relief at not 
having to reach a decision on the delicate 
question of a boycott. With the exception 
of the winter sports (which will probably 
be run off in the mountains of Norway) 
the Games will be held in Finland. 

In Japan’s decision to forego the Games 
in 1940 there is seen by some an admission 
that the government expects the war in 
China to drag out that long, if not longer. 
It has been said that the steel and 
concrete needed for the construction of the 
stadium and buildings could not be spared 
at this 


Was 


also 


time. The Japanese army has al- 
disliked the idea of international 
sports competition, and was _ particularly 
disturbed by the prospect that the 1940 
Olympics in Japan might help to spread a 
doctrine of internationalism 
Japanese people. 


among the 
Since such a doctrine is 
hardly consistent with the aggressive war 
against China, the army applied pressure 
to cancel the scheduled playing of the 
games on Japanese soil. 


* 


Venezuela: Venezuela officially gave 
notice last week that she is to become the 
ninth Latin American country to withdraw 
from the League of Nations. In the state- 
ment of resignation, Foreign Minister 
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Esteban Gil Borges declared that Venezuela 
still stood for the ideals on which the 
League was founded, but that “During the 
last year we have noted clear manifesta- 
tion of a decline in the faith of the people 
in the effectiveness of action by the League 
of Nations for maintenance in the world 
of a state of law and peace.” This “decline 
in faith” is attributed by some to the action 
taken by the League Council in May, when 
it authorized League members to recognize 
the Italian conquest of Ethiopia. 


Of the 20 Latin American countries 
originally in the League, Brazil, Chile, 
Costa Rica, Guatemala, Honduras, Nica- 


ragua, Paraguay. and San Salvador have 
resigned; the 11 remaining members being 
Argentina, Bolivia, Colombia, Cuba, the 
Dominican Republic, Ecuador, Haiti, Mex- 
ico. Panama, Peru, and Uruguay. 

Following regular League procedure, 
Venezuela’s withdrawal will not become 
effective until two years after the notifica- 
tion of intention. 


Germany: \ state of nervous tension 


prevails throughout Europe today, as 
statesmen are waiting with bated breath 
to see what concessions the Czech gov- 


will offer the Sudeten 
then to see what particular form 
Hitler’s displeasure will take. For short 
of granting autonomy to the 
Sudeten Germans (which the Czechs have 
announced they will not do), the Prague 
government is not expected to please Nazi 
matter how 
other concessions may be. 

Reports 


ernment 
and 


Germans 


absolute 


leaders, no substantial the 


originating in that 
the Czechs are massing troops along the 
border have been discounted as pure fiction, 
but in them the French foreign ministry 
has found cause for worry, for it believes 
that the Germans are trying to trump up 
an excuse for taking some manner of action 
against the Czechs while France is occupied 
in entertaining the British royal family. 

Nervousness is 


Germany 


evident not only in 
France, England, and the smaller nations 
of Central Europe, but in Germany itself. 
On Monday prices broke on the Berlin 


stock exchange and plunged downward 
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Swedish families get their light bulbs for only a fraction of what the 
(From “‘Sweden—The Middle Way,” by Marquis W. Childs. 


once paid, thanks to the cooperative. 
Yale University Press.) 


in the worst financial crisis since Hitler’s 
assumption of power in 1933. With prices 
breaking away from their impossibly high 
artificial levels, much-needed foreign trade 
falling off, and the gold reserve of the 
Reichsbank dwindling away, a first-class 
financial ¢risis and economic depression 
seem quite possible in the near future. Dr. 
Hjalmar Schacht, former minister of eco- 
nomics and president of the Reichsbank, 
has long warned that even for Nazi ‘“‘con- 
trolled economy” there must be a day of 
reckoning. Is that day at hand? Most peo- 
ple do not believe that it has arrived yet. 
The break in prices on the stock exchange 
is explained as being a result of the world 
depression and the war scare. The situa- 
tion, however, has aroused Hitler to action. 
After five months of open hostility he has 
suddenly advanced peace overtures to Eng- 
land. 


a 


Sweden: Forty years ago a small group 
of consumers formed a union in Sweden to 
protect themselves and the public from 
monopolies and unfair prices. Although 
idealists, they tempered their visions of a 
great consumers’ movement with practical 
knowledge and caution. They believed 
that the organization should be conserva- 
tively financed, should own its own busi- 
nesses, and that it should constantly de- 
velop and spread its economic beliefs. 
The Swedish cooperatives grew slowly 
but soundly. Today they have 600,000 
members, representing a third of Swedish 
families. They have succeeded in break- 
ing monopolies on tires, galoshes, electric 
light bulbs, margarine, pottery, and flour 
by building and operating their own plants. 
Recently they broke the hold of one more 
monopoly, that on linoleum, by preparing 
to build a plant to compete with the manu- 
facturers of that product. The immediate 
reaction has been a 15 per cent drop in 
linoleum prices. Since there is little gov- 


ernment regulation of monopoly in Sweden, 
whatever has been done in the interest of 
consumers has been largely the work of the 
cooperatives. 
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ACME 


FIT FOR OFFICE? 


Premier Mussolini had the chiefs of the Fascist party 

jump through blazing hoops and over rows of bayonets 

to demonstrate physical fitness, which the Italian 
dictator emphasizes for his people. 

















ACME 


THE CHIEF EXECUTIVE REVIEWS THE FLEET 


President Roosevelt, on board the cruiser Houston, sees more than 60 of the Navy’s finest fighting ships in San Fran- 
Shortly after this display, the President left 


cisco Bay 


Too Much Wheat 


The fields and elevators of America’s great 
wheat-growing area are overflowing with grain 
As farmers of Kansas, Nebraska, and the 
Dakotas watch truckload after truckload of 
wheat rumble away to the market, they wonder 
if the price will stay high enough to give them 
a living income. Bumper crops bring good 
times for the farmers only when there is a 
demand for them. And the demand for Ameri- 
can wheat does not begin to equal the supply. 

The Department of Agriculture estimates 
that this year’s crop will total about 967,- 
412,000 bushels—the second largest harvest 
in the history of the nation. Added to that 
will be 200,000,000 bushels which were held 
over from last year’s crop, so the country will 
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WAGE-HOUR ADMINISTRATOR 


Elmer F. Andrews, who has served New York as industrial 
commissioner since 1933, will take over the task of regu- 
lating the federal wage-hour standards. 


have approximately 1,167,412,000 bushels of 
wheat to use at home or to sell abroad within 
the next 12 months. The United States con- 
sumes only 670,000,000 bushels a year; the for- 
eign market is not expected to take, at the 
most, more than 100,000,000 bushels. With a 
surplus of about 400,000,000 bushels, what is 
to keep the price up? 

Congress set up the new AAA last winter 
to handle just such a situation. Under the 
provisions of the law, two things have already 
been done to help the wheat farmer. In the 
first place, the government has offered to 
make loans of about 60 cents a bushel on 
all wheat which farmers will store on their 
own farms or in granaries. No farmer is 
forced to store his wheat and take a loan, 
but if the price drops much below 60 cents, 
as it is expected to do, many will undoubtedly 
take advantage of the government’s offer. 
Thus they are assured of getting 60 cents a 
bushel for their wheat; next year, if the price 
goes above that mark, they can sell their 
wheat, pay off the loans, and pocket the profit. 
If the price stays below the 60-cent mark, 
the government will lose. 

Sixty cents a bushel is not a high price for 


on a fishing trip in Pacific waters. 


wheat ; farmers consider 90 
dollar as a modest enough price. But 60 cents 
is much better than the 25 or 30 cents which 
farmers would almost certainly have to take 
if they were forced to throw all their wheat on 
the market. 


most cents to a 


In order to receive the government loans 
however, the farmers must promise to co- 
operate in preventing another huge surplus 
next They must cut down the number 
of acres planted in wheat next fall. About 
80 million acres are being harvested now. The 
AAA figures that 55 million acres will pro- 
duce enough wheat to take this 
country’s needs. So a reduction in wheat acre- 
a third is planned. Should a 
drought or an insect scourge ruin next year’s 
crop, the nation might be hard up for wheat 
But, say the AAA officials, it must be re- 
membered that there will be several hundred 
million bushels of this year’s harvest stored 


vear. 


care of 


age of almost 


away in bins and elevators for such an emerg- 
ency 


Disarmament Stand 


“We fervently hope for the day when the 
other leading nations of the world will realize 
that their present course must inevitably lead 
them We stand ready to 
them and encourage them in any 


to disaster. meet 


efforts they 


may make toward a definite reduction in 
world armament That is the position of 
the United States, as set forth by President 


Roosevelt recently, on the armaments race in 
which all the major powers of the world are 
engaged. In the United 
is eager to join any movement to 
but it will not take 
Which nation likely that 
the President expected government to 
come forward with a disarmament proposal 
in response to his speech. If he did entertain 
such hopes, he has disappointed. A 
British official agreed indirectly with the stand 
taken by the United States, but at the same 
time announced that Great Britain had just 


other words states 
disarm— 
the initiative 

will? It is not 


any 


been 


The Week in ¢ 


What the American People 


ordered one thousand new pursuit planes 
German and Italian comments in newspapers 
were distinctly discouraging 
that 


reassuring 


scornful 
Roose- 


remain 


ilmost 
President 
thoughts 
words carried away by the wind 
the United reduce 
its armaments in the face of the present situa- 
tion? The President think so, al- 
though he deplores the necessity for continu- 
ing to spend huge sums on battleships, guns 
tanks, planes, and other implements of war. 
Every right-thinking man and woman in the 


A French editorial said 
velt’s “noble 
afford to 


Can States 


does not 


United States,” he said. “wishes that it were 
safe for the nation to spend less of our 
national budget on our armed forces. All 


know that we are faced with a condition, not 
a theory—and that the condition is not of our 


choosing. Money spent on armaments does 


not create permanent  income-producing 
wealth. and about the only satisfaction we 
can take out of the present world situation 


is that the proportion of our national in- 
come that we spend on armaments is only 
1 quarter or a third of the proportion that 
most of the other great nations of the world 
are spending at this time.” 


Wage-Hour Head 


The federal government’s attempt to set 
minimum wages and maximum hours for in- 
dustrial workers is certain to be an extremely 
complicated and difficult task. No one knows 
how many workers will be affected by the 
wage-hour law which Congress passed just 
before it adjourned. No one knows how many 
industries will be covered, which plants and 
factories will be exempted, or how the law’s 
provisions are to be enforced. In fact, no 
one is quite sure as to the status of the wage- 
hour administrative board itselfi—the law puts 
it within the Department of Labor, but does 
not specify what authority the secretary of 
that department shall have 

President Roosevelt has picked Elmer F. 
Andrews, now industrial commissioner in the 
state of New York, to handle the wage-hour 
problems. Mr. Andrews, a native New Yorker 
ind a civil engineer by profession, has had 
considerable experience along that line in his 


present position. He had a hand in writing 
the wage-hour law, too. so he knows the 
situation into which he is going. At present 
Mr. Andrews is winding up his affairs in New 


York: he 


weeks to ft ike 


will be in Washington in a few 


over his new duties 


Shopping Spree 


Corrington Gill, assistant administrator of 
the WPA, went to New York recently with 
10 million dollars to spend for clothes. He 
returned to Washington after having purchased 
1,250,000 men’s and boys’ overcoats, 
and mackinaws. At present. his purchases are 
being shipped to New York and Chicago from 
clothing factories 


suits, 


There they will be stored 





HARRIS AND EWING 


THE LATEST IN COTTON PLANTING 
John Randolph, engineer of the Bureau of Agricultural Economics, designed this model cotton planter, which plants 


the seeds at varying depths. 


Thus the farmer is assured of having part of his crop at the right depth, no matter 


what the moisture conditions of the soil. 


~ _—_—an 


in warehouses until wintry breezes begin tp 
blow, and then the WPA will distribute the 
garments to relief clients. 

There are two reasons for the WPA’s ven. 
ture into the clothing business. In the 
place, the suits and coats will be nclconta 
the men and boys on relief, many of whew 
have never had a complete three-piece gyjt 
And in the second place, a surplus of gay. 
ments has been removed from the market by 
the WPA’s purchases; now clothing factories 
can maintain or resume production and keep 
their employees working. It is this second 
phase of the project which has aroused much 
controversy between economists 

But Mr. Gill was not concerned with eco. 
nomic theories when he went shopping, His 
job was to*see that the government got fyll 
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THE WPA‘S PROBLEB A’ 


value. In his opinion, WPA picked up some 
bargains. Expert buyers from New York de- 
partment stores helped him. The suits, which 
cost about $10 each, would ordinarily sell for 
$20 at least. About 10 per cent of the gar- 
ments offered for sale were rejected—includ- 
ing tuxedos and “flashy” sport suits. Men on 
relief, said Mr. Gill, have no need for such 
clothes. 


War Referendum 


Congress has not heard the last of Repre- 
sentative Louis Ludlow’s plan to make it 
necessary for the people of the nation to vote 
approvingly before the United States enters 
a foreign war. Last winter the Indiana legis- 
lator’s measure was defeated in the House of 
Representatives by only a few votes. His pro- 
posal was upheld and criticized both in and 
out of Congress for days. Its critics, who 
argued that the plan would be too cumber- 
some and that it would restrict the President 
in his handling of foreign affairs, finally won 
out. 

But Representative Ludlow announced re- 
cently that he has rewritten the measure. It 
retains the principle that the United States 
cannot go to war in a foreign country unless 
a national referendum approves. However, it 
changes the original plan to make it possible 
for Congress to mobilize troops if the United 
States is threatened with immediate attack, 
if any of the nation’s possessions are attacked, 
or if any country in the western hemisphere 
is attacked by a “non-American” country. 
The first plan granted such powers only after 
actual invasion of the United States. 


The Nation’s Health 


In direct contrast to the stand taken by the 
American Medical Association at its conven 
tion last month, the National Health Confer- 
ence met at President Roosevelt’s call in 
Washington last week, and went on record in 
favor of a far-reaching public health system 
that would utilize $850,000,000 annually in 
public funds for the purpose of bringing ade- 
quate medical and hospital facilities within 
the financial means of lower-income groups. 

Discussion at the conference was brisk, and 
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daytime accidents dropped only 37 per cent 
during the same period, according to the state 
highway commissioner 

Several other states—New York, Kansas, 
Illinois, Ohio, Utah, California, New Jersey. 
and Maryland—have recently put in experi- 


n to was carried on between two distinct groups. 
the One of these, representing the views of the 
\merican Medical Association, held that the 
ven. present doctor-patient relationship, while not 


= is free from politics and therefore the 
d vet one 


: . 








Hon | The other group, constituting a majority of mental reflector systems. The cost is not 

suit the conference members, consisted of a dis- great ; Michigan spent $25,000 to install the 

gar. senting group from within the AMA, called equipment on the 70-mile stretch. Once in- 

t by the “Committee of 430” (now 840 ), govern- stalled, there is no operating expense. 

Dries ment officials, and interested sociologists. Miss 

keep Josephine Roche, chairman of the President’s Shasta Dam 

‘ond ommittee sponsoring the conference, pre- 

Weh sented a broad program which had been Another huge dam is to be built by the 
drawn up with President Roosevelt’s endorse- federal government. Secretary of Bntertor 

eCo- ment which would be supported by a grant of fyarold L. Ickes has let the contract for a 

His $50,000,000 annually for 10 years, OF 36 million-dollar structure on the Sacramento 

bas ; : > pai , 4 age i : KEY OF KALMAR AT FORT CHRISTINA 
full $8,500,000,000 in all. Half would be paid by River in California, to be called Shasta Dam. 


(From a drawing by John Moll for ‘Delaware,’ one of the American Guide Series prepared by the Works Progress 
The dam will be the key to a water system Administration. $2.50.) 
which will serve in several ways an area 400 
miles long and 100 miles wide. 

Perhaps the most important is that of pro- 

















level, is still exerting an influence on the price 
hw BR of cotton and on the income of the growers. 
viding water during dry seasons to irrigate the Ew Oo KS And there were still complaints that northern 
San Joaquin Valley. When the dam is com- Yankees, with protective tariffs for industries 
pleted, a 350,000-kilowatt power plant will be and discriminating freight rates, had done 
built at its base. to generate electricity for their share to injure the South, whose chief 
nearby towns and farms. By keeping a con- failing has been to lean too much on the sole 
stant flow of water down the river, the dam crop of cotton. 




















HEN President Roosevelt wrote a group 
of southerners recently that “the South 
presents right now the nation’s No. 1 eco- 








will prevent the salt water in San Francisco 
Bay from backing into the valley and ruining 
farmers’ crops, as it has done in the past. 
The dam is also expected to improve naviga- 
tion on the Sacramento. 

A lake of 4,500,000 acre-feet will be created 


nomic problem—the nation’s problem, not 
merely the South’s,’ he brought to a climax 
the realization that the land of cotton and 
tobacco, white-columned mansions, and share- 
croppers’ shacks, has been too long neglected. 
And the southerners themselves are among the 


These observations are scattered through- 
out the chapters about Mr. Daniels’ tour. 
While other books on the South are more 
valuable for their discussion of special fields, 
none is better than his for a sweeping picture 
of Dixie that is as informative as it is read- 
able. 


by the dam, which will be 560 feet tall, second 
only to Boulder Dam. According to the con- 
tract, work must be completed in five and a 
half years. Before actual construction can be 
started, however, the Shoofly Tunnel must be 
completed. Then Southern Pacific trains can 
be routed through the tunnel, leaving the dam 
site open. 


first to admit their plight, not despairingly, 
but frankly and with a determination to ' * 
ameliorate the conditions which are permit- 
ting their soil to wash away and which are 
restraining large groups of their people under 
the handicap of incomes below $100 a year 
for a family. 

Among these thoughtful southern men is 
Jonathan Daniels, editor of The News and 








ITTLE Delaware was the first of the 13 
original colonies to ratify the Constitu- 

















iT To mfuenTy OF STORAGE SPACE IN THE U.S. TREASURY 


| PROBL AS A HABERDASHER 


HERBLOCK IN PONCA CITY (OKLA.) NEWS 


ome the federal government, and half by the in- Safety Record Observer in Raleigh. North Carolina. To 
de- dividual states. According to spokesmen for learn more about his native South, he set out 
hich the plan, it would not disrupt the present The last eight months have brought an jn 1937 on a trip which wound from Arlington 
for doctor-patient relationship as AMA leaders amazing reduction in the number of deaths (Cemeterv. on the Potomac River near Wash- 
gar- fear, but on the contrary would enlarge and from automobile accidents, according to  jngton, through Virginia to Arkansas, down 
lud- expand it until the one-third of our people figures collected by the American Petroleum the Mississippi Delta to the Gulf, and then 
1 On whose incomes are so low that they cannot Institute. If the record continues to improve, across the center of Alabama and Georgia on 
such afford adequate medical and hospital care 1938 will be a banner year—the first in the his return home. As a newspaperman, he 


would find it brought within their reach. Much 
attention was given to reports of the success 
of the sweeping health insurance plan long in 
yperation in England. Federal funds could 


history of the United States which has shown 
a decrease in the number of highway deaths 
from the preceding year. 


reports the experiences of this trip in “A 
Southerner Discovers the South” (New York 
Macmillan. $3). He followed modern high- 
Each month since November has shown a ways and narrow backwoods lanes, 





4 stopping 

+“ be put to the same beneficial use over here, decrease of approximately 20 per cent over at governors’ mansions, Negro cottonpickers’ 

oe It was asserted Annual distribution of costs the corresponding month a year ago. During cabins, factories, plantations, and experimental 

ters has been estimated only tentatively, but un- November, about 300 fewer lives were lost in farm projects. Altogether he tried to get an 

i der present plans would run to $200,000,000 highway accidents than in November 1936. adequate picture of the South—its people. 

al to combat tuberculosis and other dangerous During the first six months of 1938, about its cities and farms, and its problems. 

oe diseases, $95,000,000 for maternity care, 3,500 fewer persons were killed in accidents What he saw were conditions that showed 

oad $60,000,000 for medical care for children, than in the first half of 1937. If the next a region depending too much on a. tenant 

a $10,000,000 for crippled children, and other six months show the same result, the 1937 system of agriculture which is yielding meager 

we more general expenditures. An immediate total of almost 40,000 will be reduced to crumbs to the workers, and decreasing returns <i 

dent goal of the plan is 360,000 new hospital beds, 33,000. Highway experts say that safety to their landlords. There were further evi- The Senete's Pee Bored pete ll en ee 

wen and 500 new health and diagnostic clinics. education is largely responsible for the im- dences that slavery, under which the South Charles M. White, vice-president of Republic Steel Corp., 
Federal funds would also subsidize laboratory provement. carried on cotton production at a low price — coe ta 1004 Gee peed ci 2 oa _ 

re > experiments which offer a great deal of aid 


kt in stamping out the damaging inroads of dis- 


a F tion. Recently her chief industrial city. Wil- 
eases upon the health of lower-income groups. : ; 





ates mington, was the scene of a celebration to 
iless es 7, commemorate the arrival of a small group of 
r, it Lighted Highway Swedish colonists 300 years ago. So the newly 
ible Last spring THE AMERICAN OBSERVER men- published “Delaware—A Guide to the First 
ited tioned the experiment in highway safety being State” (New York: Viking. $2.50) is especi- 
ack, conducted on the road from Lansing to De- ally timely. The federal writers in the Ameri- 
ked, troit in Michigan. Reflectors were placed on can Guide Series have followed in this volume 
here posts, set 100 feet apart, on each side of the the pattern adopted for preceding state books. 
try. highway. These reflectors, which were made Delaware's guide gives ample information 
fter of a new plastic material called Lucite, are about her history, people, industries, agri- 
supposed to produce a reflection 10 times as culture, and scenery, with a generous selec- 
efficient as pressed glass. They illuminate the tion of excellent photographs to illustrate the 
highway approximately a mile ahead of an text. 
approaching automobile. It is interesting to note in the chapter con- 
the At that time THe OBserRVER said: “Traffic tents how many times the House of du Pont 
ven- experts are watching the experiment care- is mentioned. This family has long been 
ifer- fully. They believe that if it is successful, connected with Delaware and Wilmington, the 
| in similar lighting systems may be installed all center of their vast interests. Needless to 
din * over the nation.” say, they have provoked criticism as indus- 
tem Now the Michigan highway authorities trialists, and especially in connection with 
y in have announced that during the three-month their manufacture of munitions. But other 
ade- age from April to July, night accidents on P . tant enidiemmenne a eee acts, such as Coleman du Pont’s building of 
thin that stretch of highway y 7 yl Weve O - ighw i 
. f highway have been reduced 19 Doctors, social workers, and government officials tock part in the meeting held in Washington recently. In the a state long COntHe highway == gift to the 
ups. per cent. That this improvement is due to above picture are, from left to right, Miss Josephine Roche, chairman of the President's special committee on health; Commonwealth, have given them a rank of 
and the lighting system is shown by the fact that Miss Katherine Lenroot, chief of the Children’s Bureou; Dr. Thomas Parran, U. S. surgeon general, and standing, 


Arthur J. Altmeyer of the Social Security Board. prominence.—J. H. A. 
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(From a painting by Gordon Grant, courtesy Howard Young Galleries.) 














Historical Backgrounds 


By David S. Muzzey and Paul D. Miller 














Government and Economic Freedom 


HE relations of government and _ busi- 

ness and the role which government 
should play in regulating economic activi- 
ties constitute one of the oldest problems 
of modern history. Protests against gov- 
ernment interference with business did not 
originate with the New Deal. As a matter 
of fact, they were vehement in the colonial 
period of American history and one of 
the causes of the American Revolution was 
what the American colonists considered to 
be the burdensome regulations imposed by 
the British government. 

Under the mercantile system which pre- 
vailed at the time of 
the American Revo- 
lution, the govern- 
ment exerted a rigid 
control over the eco- 
activities of 

No one 
who had 
received monopoly 
privileges from the 
government could en- 
gage in certain busi- 
nesses or participate 
in the commerce of 
certain regions of the world. All British 
trade was regulated by the navigation acts. 


nomic 
the empire. 


save those 
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Commercial laws prevented the colonists 
from manufacturing their own products 
and compelled them to from 
British firms. The whole mercantile sys- 
tem was one of rigid government control 
and regulation. 


purchase 


Rise of Laissez Faire 

The heyday of capitalist development 
came under the system which supplanted 
mercantilism, popularly known as laissez 
faire. The great exponent of laissez-faire 
capitalism was Adam Smith, whose views 
were contained in one of the great classics 
of economic literature, “The Wealth of 
Nations,” published in 1776. The essence 
of laissez-faire capitalism was that govern- 
ment control and regulation of business 
and industry should be reduced to a mini- 
mum. Competition would force prices 
down and all the people would benefit. 
Under the laissez-faire govern- 
mental functions were reduced to the main- 
tenance of law and order, the collection of 
taxes to defray expenses, and the operation 
of such necessary public services as the 
postal system. 


system, 


Practically all the restrictive and regula- 
tory measures repealed. Freedom 
was the order of the day and progress 
was registered not only in the expansion of 
domestic industries but also in the great 
development of international trade. Com- 
petition was the ruling force in overseas 
commerce just as it was in domestic eco- 
nomic activities 
The laissez-faire system did not reach 


were 


flull bloom in the United States because 
in one vitally important respect the gov- 
ernment interfered with a truly competi- 
tive system. The protective tariff pre- 
vented the full degree of competition in 
international trade and resulted in inter- 
ferences with the free working of the 
competitive system in domestic economy 

The United States is regarded as the 
nation in which the laissez-faire system 
reached its great heights, during the nine- 
teenth century. It is true that the capi- 
talist system did advance to its highest 
development in this country, but during 
the post-Civil War period, the trend was 
definitely away from true laissez-faire 
economy. The growth of monopoly con- 
trol, the appearance of the trust, the birth 
of the giant corporation; all tended to 
destroy free competition 


New Controls 


When governments again began inter- 
fering with the economic life of the people 
during the latter part of the nineteenth 
century and the early part of the twentieth 
it was primarily for the purpose of enforc- 


ing competition. Antimonopoly legislation 


was enacted for the purpose of restoring 
the conditions which existed under the 
laissez-faire system. The great reform 


movements in American history all had as 
their 
freedom 


major objective the restoration of 
in activity through government 
regulation of industries. 

During recent years, governments have 
assumed a different role in their relations 


with business and industry. In some 
countries they have themselves taken over 
all the instruments of production. In 


others, they have assumed such rigid con- 
trols as practically to eliminate all freedom 
of action, extending their influence beyond 


that which governments exerted under 
mercantilism. In other instances, the 
weight of government has been thrown 


into the economic scales in order to bring 
about adjustments and corrections which 
would promote greater stability and ac- 
complish social ends. 

It is not at all improbable that one of 
the most significant developments of the 
twentieth century will be the increasingly 
important role which governments are 
playing in shaping the economic destinies 
of nations. For good or ill, the freedom of 
action which existed under the laissez-faire 
system has been abandoned and supplanted 
by a system of more or less rigid govern- 
mental control of and interference with 
the economic activities of nations. To 
a certain extent, the world has witnessed 
a complete cycle of economic change dur- 
ing the last few centuries, with most gov- 
ernments assuming once more the posi- 
tion they held during the earlier period 
of mercantilism. 
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Howard Hughes 


The whole world was thrilled when 
Howard Hughes and his companions winged 
their around the globe in _ record- 
breaking time. But the United States has 
come to expect such things from Mr 
Hughes. Although he is only 33 years 
old, he has been in the headlines for years 
He is not a publicity seeker—in fact, he is 
rather shy and retiring—but his interest in 
motion pictures and aviation has brought 
him national fame. 

The gangling flier is 
His father invented an oil-well drill and 
made a fortune from it. He died when 
Howard Hughes was 18 years old, leaving 
his orphaned son 17 million dollars. Hughes 
went to California to live with his uncle 
Rupert Hughes, the well-known novelist. 
There he became interested in producing 
motion pictures. Instead of losing his 
money, as many people predicted he would 
do, the young man added to his fortune 
with several successful films. He had 
“Hell's Angels” practically ready to re- 
lease, but scrapped it and remade it with 
sound. Although it cost him four million 
dollars, he made a profit of three million. 

Soon after that, he quit the moving 
picture industry to devote all his time to 
aviation. In 1934 he set up the Hughes 
Aircraft Company to build ships for ex- 
perimental purposes. In one of his own 
planes, he set a new world’s speed record 
the next year, traveling more than 352 
miles an hour. In 1936 he crossed the 
continent from Los Angeles to New York 
in nine hours and 26 minutes; last vear 
he cut down that time when he made the 
same flight in seven hours and 28 minutes. 

He is aeronautics director fo 
the New York World’s Fair; 
his flight around the world was 
made partially to publicize the 
fair. He knows a great deal 
about the technical side of fly- 
ing, and takes an active part in 
designing and building the planes 
which he flies. 


james V. Allred 


When President Roosevelt 
visited Wichita Falls, Texas, re- 
cently, he announced the ap 
pointment of one of the city’s 
native sons, Governor James \ 
Allred, as federal district 
judge. The President added to 
his lengthy string of broken 
precedents by 


way 


a native of Texas. 


court 


selecting Gover- 
nor Allred, who comes from 
the northern part of the state, 
to sit in the court of a southern 
district, but the appointment 
seems to be a popular one. 
The young governor, who is 
now only 39, has risen rapidly in 
law and politics. He served with 
the navy during the World War. 
When he left his shipmates in 


San Francisco to return to 
Texas, he told them that some 
day he would be governor of 


the state. He decided that the 
law was the most direct path 
to that goal, so he found a job 
as a clerk in a law office. Later 
he went to Cumberland Law 
School in Tennessee. He was ad- 
mitted to the bar in Texas in 
1921, and started his practice in 
Wichita Falls. Soon he was 
elected district attorney, but he 
resigned before the term was 
completed to run for state at- 
torney general. He was defeated 
in his first race, but came back 
in 1931 to win. After two terms 
in office, he campaigned for gov- 
ernor and was elected. 
Governor Allred is regarded 
as an able lawyer and a shrewd 
politician. Some people believe 
the President is grooming him 





HOWARD HUGHES 





H. 


JAMES V. ALLRED 





MARSHAL VASSILI 
GALENTO-BLUECHER 





UU. & U. 
NATHAN STRAUS 


for a place on the Supreme Court; others 
think that he may someday be a nominee 
for a high elective office. One person who 
probably welcomed the appointment is 
Senator Tom Connally of Texas, since the 
governor had been put forward as a pos- 
sible rival for the senatorship in 1940 and 
is now out of the race 


Marshal Bluecher 


One of the most enigmatic figures on 
the world horizon today is Marshal Vassili 
Constantinovitch Bluecher, commander of 
the Siberian divisions of the Soviet Red 
Army. Of him the Vienna Neue Freie 
Presse wrote in 1929, “Who Bluecher is. 
what his real name is, whence he comes— 
all these things remain unknown. All the 
names he has borne are assumed. Before 
he went to China the most fantastic legends 


were circulated about him. 
Fantastic legends are still being cir- 
culated about him. One day it is said 


that he is the only man in the Soviet 
Union who is not afraid of Stalin. The 
next it is whispered that he is slated for 
purging. Upon another occasion the rumor 
has it that he is very close to Stalin. Blue- 
cher is believed to have been a metal 
worker with socialist leanings who became 
a high ranking officer in the czarist armies 
during the World War. Subsequently he 


joined the Bolshevik forces and dis- 
tinguished himself first in the long war 
against the White Russians, and second 


in advising the Communist forces in China 
during the civil war in the late twenties. 

Today in his post as commander of the 
Far Eastern armies of the Soviet. Marshal 
Bluecher is 


Siberia 


virtual dictator in eastern 

Small of stature, neat of dress, 
and about 49 years of age, he is 
generally believed to be the best 
and toughest fighter in the Soviet 
Union 


Nathan Straus 


Nathan Straus. administrator 
of the United States Housing 
Authority, is touring the coun- 
try at present, visiting many of 
the projects which the USHA 
is financing. 

Since he 


w. Ww 


took the job as 
director of the federal govern- 
ment’s slum-clearance and low- 


cost-housing activities, Mr. 
Straus has had little time for 
vacations The USHA was 
created just last summer, so 


he had to set up an organization 
in Washington before any actual 
work could be done. Then the 
applications began to pour in 
from and states, asking 
for loans to finance the tearing’ 
down of slums and the building 
of low-rent homes. Each appli- 
cation had to be studied, in- 
vestigated, and approved before 
any of the 800 million dollars 
which Congress has given the 
USHA could be allotted to it 

Mr. Straus was selected to 
head the USHA because of his 
deep interest and his long ex- 
perience in housing problems. 
He was a member of the New 
York Housing Authority, and in 
1935 he made a study of Euro- 
pean housing. - 

He is a slender, nervous man, 
outspoken and energetic. He has 
little interest in politics, al- 
though he once served in the 
New York state legislature. Be- 
fore that, he went to school at 
Princeton and Heidelberg Uni- 
versities, worked as reporter and 
assistant editor for the New 
York Globe, owned and edited 
the magazine, Puck: served in 
the navy during the war, and 
became a director in several 
corporations. 
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EVERY PWA CONSTRUCTION PROJECT— 


OVERNMENT officials are placing a 
G great deal of faith in the Public 
Works Administration to furnish fuel to 
drive the 


nation’s lagging industrial ma- 
chine at a faster pace. Since President 
Roosevelt signed the Relief Act of 1938 


on June 22, 
works 


a flood of approved public 
projects has been pouring from 
PWA headquarters. Actual work, of course, 
will not start for several weeks. But with 
the PWA emphasizing speed at every turn, 
the dirt will soon begin to fly in nearly 
every State. 

Many economists credit the PWA with 
leading the nation from the depths of the 
depression to the comparative prosperity of 
1936 and 1937. The United States 
touching bottom in economic activity when 
the public works program was launched in 
June 1933. Construction, especially, was 
at a standstill; there had been only 14 
per cent as much building in the first 
six months of that year as in the same 
period of 1929. 


was 


Four Billion Dollars 

During the next five years, the govern- 
ment spent about four billion dollars on 
all types of construction. Twenty-six 
thousand PWA projects were started— 
buildings, courthouses, city halls, 
hospitals, and other public buildings cost- 
ing one and one-quarter billion dollars; 
highway construction and repair costing 
700 million dollars; water and sewage 
systems costing 450 million dollars; flood 
control costing 360 million dollars, and 
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so on. 

Hundreds of thousands of laborers were 
given employment on these projects. At 
its peak in August 1934, PWA was giving 
jobs to 630,000 workers. But the stimu- 
lating effect of PWA was not limited to the 
direct employment it provided. A little 
more than one-third of the PWA dollar was 
paid out in wages. The other two-thirds 
purchased supplies—everything from 
brooms and window shades to railroad 
engines and steel girders. Cement, steel, 
lumber, foundry and machine-shop prod- 
ucts, all the materials and tools used in 
construction, were bought in large amounts 
by PWA. Indeed, PWA practically sup- 
ported a number of industries. It bought 
three-fourths of all the cement produced in 
the United States in 1934, half of the steel 


rails, and one-fourth of the brick and 
hollow. tile. 
In that way, it created thousands of 


jobs behind the lines of actual construction. 
Government statisticians claim that for 
every men employed on a PWA 
project, five men find work in steel mills, 
lumber camps, saw mills, cement plants, 
tool shops, on railroads, truck lines, and 
steamships. “The man who drives the nail, 
who lays the brick, who mixes the concrete, 
or who installs the pipe has two and one- 
half invisible helpers back of him,” said 


two 


Secretary of Interior Harold L. 
Ickes, head of the PWA, recently. 
“The invisible worker may make 
dynamite caps in Delaware, saw 
lumber in Oregon, or roll steel at 
Youngstown or Birmingham. He 
may not know that he earns his 
pay because of PWA and his em- 
ployer may not know that his 
profit is made possible by PWA.” 
Mr. Ickes went on to point out 
that PWA construction in one 
state helps industries all over 
the country. Products from 40 
states and the District of Colum- 
bia are going into Grand Coulee 


Dam. Seven states—California, 
Washington, Illinois, Indiana, 
Ohio, New York, and Pennsyl- 


vania—are supplying more than 
a million dollars’ worth of mate- 
rials apiece for that one dam. 

Money in the hands of work- 
ers means business for grocery 
stores, clothing stores, drug stores, 
hardware and_ furniture 
That, in turn, helps farmers and 
other factory workers. So the 
PWA project, like a stone dropped 
into a quiet pool, starts ripples of economic 
activity which spread through the country. 

Work Tapered Off 

Early in 1937 President Roosevelt de- 
cided that PWA had accomplished its 
purpose. Few new projects were started 
last year; it was hoped and expected that 


stores. 


constructed, costing roughly one and one- 
half billion dollars. Now PWA will spend 
200 million dollars more on federal projects 
from its new funds. For instance, it has 
already approved a $60,000 garage and 
storage shop at the California quarantine 


station for the Public Health Service; a 
$350,000 trade school building for the 
Naval Training Station at Norfolk, Vir- 


ginia; a $100,000 radio station and dental 
clinic for the army at Fort McPherson, 
Georgia; a $300,000 laundry building for 
the Naval Academy at Annapolis; a $15,000 
laboratory building for the Department 
of Agriculture at Stoneville, Mississippi, 
and numerous other projects. 


Nonfederal Projects 


The nonfederal projects, on the other 
hand, are built cooperatively by the local 
communities and the PWA. The former 
takes the initiative by applying to the 
PWA for aid. For example, Murfreesboro, 
Tennessee, needs a new high school, so it 
applied for PWA assistance. The total 
cost of the building will be $369,000. 
PWA, after investigating the city’s needs 
and approving the plans for the building, 
has announced that it will make an out- 
right grant to Murfreesboro of $166,356, 
or 45 per cent of the total cost. Murfrees- 
must supply the remainder. If 
the city could not raise the money any 
other way, it might get a loan from the 
PWA for its share. During its first five 
years, PWA made grants of 852 million 
dollars (never more than 45 per cent of the 
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—PUTS HUNDREDS OF MEN TO WORK AND— 


private industry would pick up where PWA 
left off in keeping factories and workers 
busy. As late as October 1937, the Presi- 
dent announced that the PWA would be 
given no more money to spend. But the 
slump in business activity changed that 
decision. As the depression continued 
through the winter, the President evidently 
became convinced that the government 
must resume its spending. He asked Con- 
gress to appropriate huge sums for the 
Public Works Administration, the Works 
Progress Administration, the Civilian Con- 
servation Corps, the Farm Security Ad- 
ministration, the National Youth Adminis- 
tration, and similar government agencies. 
The nation began another ‘“pump-priming” 
venture. 

It is impossible to say how successful 
the new PWA program will be. Indeed, 
it is hard to estimate the importance of 
the PWA during the years of recovery 
from the first depression. No doubt it 
contributed considerably to better economic 
conditions. But there is one tangible result 
of PWA activity which can be seen in 
nearly every city and county of the nation 
—the new schoolhouses, new highways and 
bridges, new hospitals and city halls, new 
power and water plants, new dams and 
dikes. Thousands of these public improve- 
ments are now in use and will serve millions 
of citizens for years to come. 

PWA projects fall into two classes, 
federal and nonfederal. The former are 
built entirely by the federal government. 
In the five years since the PWA came into 
existence, 16,000 federal projects have been 


total cost of any project) and loans of 
789 million dollars to cities, counties, and 
states. 

Under the new program, more than 2,200 
nonfederal projects have already been ap- 
proved for grants and loans. Vicksburg, 
Mississippi, is to have a $600,000 court- 
house, with PWA _ supplying $270,000; 
Wagoner, Oklahoma, is improving its water- 
works with a grant of $20,445 
and a loan of $25,000 from the 
PWA; Topeka, Kansas, is build- 
ing a $700,000 courthouse with 
the help of a $315,000 PWA 
grant; Wichita Falls, Texas, will 
have a $20,000 athletic field, for 
which PWA is furnishing $9,000; 
Waterbury, Connecticut, is having 
$166,924 worth of work done on 
its streets, and PWA is paying 
$75,116 on the bill; Quakertown, 
Pennsylvania, is planning a $41.- 
714 municipal building, for which 
PWA will furnish $18,771. Page 
after page of such announcements 
have been distributed by PWA 
within the last month. When all 
the grants and loans are made, 
Secretary Ickes has said, more 
than $1,800,000,000 worth of con- 
struction will be on its way. 


Question of Cost 
There is little argument over 
the value of these public improve- 
ments. Perhaps a few of the proj- 
ects have been ill-advised, but 
even the keenest critics of the 





The Accomplishments of the PWA 


Roosevelt administration will admit that on 
the whole the bridges, highways, hospitals, 
and schools are useful. But, they ask, 
can the nation afford them? It would be 
very fine if the government could build a 
schoolhouse, a library, a hospital, a city 
hall, and a power plant in every community. 
But, by doing so, it would push the national 
debt to tremendous proportions, Already, 
they argue, PWA has spent too much 
money. Perhaps the money is not being 
wasted, but it is being spent at a time when 
the nation should be economical. Right now, 
say these critics, a reduced debt and a 
balanced budget are more desirable than 
public consiruction. If the cities, counties. 
and states need such improvements, they 
should be able to pay for them. 

Supporters of the Roosevelt adminis‘ra- 
tion disagree with this view. Government 
spending, they contend, is the only way 
to start the industrial machine running once 
more. And what better place is there to 
spend money than on lasting improvements? 
The people will get their money’s worth 
many times over from the thousands of 
projects financed partly or entirely by the 
PWA. The New Dealers are not alarmed 
at the size of the national debt. It is not 
large enough to arouse any anxiety, they 
argue. Once business picks up, the gov- 
ernment can economize. 

A sore spot in the relations between the 
federal government and the private power 
companies has been the PWA’s practice of 
granting sums of money to communities 
to help build municipal power plants. By 
doing this, the utilities contend, the PWA 
is competing with private industry, since 
frequently plants are built where private 
companies are already operating. 

Several months ago, when the govern- 
ment and representatives of the utilities 
arranged a truce to talk over their disagree- 
ments, the latter asked that no more such 
PWA grants be made until the discussions 
were finished. A few days ago, however, 
the PWA announced that allotments for 
power plants had been made calling for 
PWA grants of $6,829,995 to 21 cities. 

But at the same time it was announced 
that before any community could use PWA 
funds to build a power plant, it first had 
to make an offer to buy out the private 
company’s equipment. If “reasonable 
efforts made in good faith to acquire upon 
reasonable terms and conditions the facili- 
ties of the existing private utility” fail, 
then the community may go ahead. 

While the utilities prefer this PWA policy 
to the former, in which no efforts had to 
be made by the communities before build- 
ing competing plants, they still do not 
approve of the grants. What are ‘“reason- 
able terms and conditions’? The decision 
is left to the PWA. The private com- 
panies complain that they have no recourse 
in case they think they are being treated 
unfairly. 
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Another important characteris- 
tic of the 1929 depression was the 





excessive production of the so- 





THE HARD-HEADED BUSINESSMAN AND HIS FOOLISH WIFE 


HERBLOCK IN PONCA CITY 
the country is again on the 
upward swing of the business cycle pin 
their hopes on a number of factors, which 
taken together, may be sufficient to lift the 
country out of its recent slump. In the 
course of this article, we shall undertake to 
examine the balance sheet of recovery as 
it now stands; to examine the favorable 
and the unfavorable factors, with a view to 
n aking an appraisal of what is in store 


Contrast with 1929 


When the present slump descended upon 
the country last August. the term “reces- 
rather than “depression,” was ap- 
plied to it because most economists felt 
that it would be of short duration. Few 
believed that it would be as serious as the 
paralysis which held business in its clutches 
from 1929 to 1933. While the decline it- 
self was much more precipitous than that 
of 1929, it was felt that bottom would be 
reached sooner, making way for another up- 
ward swing. 

Moreover, the very nature of the most 
recent depression was different from that 
of the previous one. The maladjustments 
were far less serious last summer than were 
those which preceded the 1929 debacle and 
which were responsible for it. While 
economists may argue back and forth with 
respect to the causes of both disasters. 
there is essential agreement on certain fun- 
damental elements. Summing up the anal- 
yses of the situation made several months 
ago by a number of the nation’s leading 
economists, The New Republic in a recent 
issue described the causes of the business 
setback as follows: 


to an end and 


sion,” 


The current depression apparently had 
arisen from far less serious maladjustment 
than that which began in 1929. It was not 
international in scope, but principally do- 
mestic. It was not preceded by a long, in- 
flationary boom. The principal difficulties 
seemed to be: first, the piling up of inven- 
tories a year ago consequent upon the rapid 
rise of prices at that time; second, the cessa- 
tion of deficit-spending by the government; 
third, the lag of revival in the building in- 
dustry; fourth, the high prices of steel and 
other building materials. Behind all this 
loomed the failure of any large amount of new 
capital investment—a factor, however, that 
had also been present during the immediately 
preceding revival. When the first four factors 
were sufficiently corrected, we should prob- 
ably start upward again. Whether the revival 
would be maintained would depend on cor- 
rection of the fifth. 


Overexpansion 


Most economists agree that one of the 
major causes of the 1929 depression was 
the great overexpansion of the industrial 
plant. Plants and factories had been geared 
to turn out far more goods than the Ameri- 
can people, with their limited income, could 
absorb over a long period of time. It was 
apparent that such a lack of balance could 
not long continue without producing a seri- 
ous breakdown. 


called “durable” goods; that is, 
machinery and equipment of all 
kinds, as well as such things as 
automobiles. Because of the very nature of 
these products. a relatively long time is 
required to reduce excess supplies. The 
demand for the other type of goods, the 
consumption goods, or those which are im- 
mediately used, remains far more constant 
than does that for durable 

It is generally agreed that since one of 
the causes of the recent recession was the 
large inventories of consumption goods, the 
slump would be relatively short lived. Ex- 
cessive inventories are reduced more rapidly 
and industry is ready to place orders for 
more materials. If a new period of re- 
covery is really on the way, it is felt, one 
of the main contributing causes is the re- 
duction of these large inventories and the 
necessity of businessmen more to 
place orders for raw materials and various 
products the supplies of which have be- 
come exhausted. 
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Encouraging Signs 

Among the more encouraging signs of 
recovery is the increased activity in the 
steel industry. To a considerable extent 
the prosperity of the nation as a whole de- 
pends upon the fortunes of steel. During 
the last few weeks, operations in the steel 
mills have increased, from 25 per cent of 
capacity the first of June to 36 per cent 
by around the middle of July, following 
the disastrous declines of the previous year 

It is vet too early to tell whether the 
automobile industry, which was largely re- 
sponsible for the recovery from the 1929 
depression, will again play a prominent role 
in lifting the country from the slump. The 
industry as a whole is more optimistic than 
it was a few weeks ago and the prospects 
for increased activity are considerably 
brighter 

It is considered likely that the building 
industry may at last be on the verge of 
staging its long-awaited revival. The pros- 
pects for a boom in residential construc- 
tion are brighter than they have been for 
several years. The Federal Housing Ad- 
ministration, which guarantees mortgages 
for residential construction, has announced 
that it will insure a billion dollars’ worth 
of new construction this year—an increase 
of 100 per cent over last year. While part 
of the actual building may not be under- 
taken at once, it nevertheless shows a 
marked improvement for the future in an 
industry which vitally affects the entire in- 
dustrial picture. Whether a similar im- 
provement will take place in other con- 
struction is not clear at this time. 

It is agreed by nearly everyone, whether 
supporters or opponents of the program, 
that the new spending and lending which 
ithe government is now undertaking will 
provide a stimulus to private business. The 
purchases of materials by the PWA (see 
page 7) will stimulate many of the heavy 
industries, and increased expenditures by 
other recovery agencies are expected to 
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benefit scores of industries. It is argued 
by many that these governmental activities 


will be nothing more than a “shot in the 
irm’ and that they will ultimately do more 
harm than good. Nevertheless, nearly 


everyone agrees that they will have a stimu- 
lating effect, however temporary in nature 
it may turn out to be. 


Other Factors 


On a dozen other fronts there are signs 
of renewed activity. The production of 
such goods as shoes and textiles is increasing 
Department store sales have recouped many 
of their losses and are now within six per 
cent of the 1937 figure. Excessive inven- 
tories of all types of manufactured goods 
have in many cases disappeared and in 
others are being greatly reduced, necessitat- 
ing new orders to meet present and future 
requirements. 

Despite the new feeling of optimism and 
the really healthy elements, the recovery 
ledger is not without its debit side. Per- 
haps the most important items on the debit 
side are the staggering national debt and the 
prospects of a larger deficit this year than 
was originally contemplated. The fear of 
national insolvency is always a disturbing 
influence to business and may result in a 
setback to the present recovery movement 


Unemployment Serious 


Another unfavorable factor in the pres- 
ent situation is the large number of un- 
employed, estimated to be in the neighbor- 
hood of 10 million, as compared with six 
million a year ago. The unemployed add 
to the government’s relief costs, which in 
turn have an upsetting effect upon the 
federal budget. Although the recent up- 
turn has resulted in the absorption of some 
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of the unemployed, the number is still stag- 
gering and the prospects of reducing it to 
a minimum are not bright. In fact, in 
many quarters there is the feeling that 
there will be a large army of unemployed 
with us permanently unless drastic action 
is taken to deal with the problem. 

The situation in two of America’s basic 
industries—railroads and public utilities— 
still remains serious. The railroads need 
new equipment and could contribute greatly 
to the restoration of prosperity, were they 
in a position to make the purchases. But 
their financial position is so precarious as 
to prevent them from placing the orders, 
thus affecting adversely the dozens of in- 
dustries which would reap benefits. It is 
doubtful whether the increased rates au- 
thorized by the Interstate Commerce Com- 
mission will contribute greatly to a solu- 
tion of their problems. 

Likewise, the electric utility companies 
could stimulate industry all along the line 
if they would purchase the products which 
they need for expansion. But they are 
afraid of government competition and are 
reluctant to place orders. The govern- 
ment’s power policy has created an uncer- 
tainty which is reflected in restricted orders. 

There are other factors, favorable and 
unfavorable, which should be included in 
the recovery picture but which must be 
omitted because of space limitations. The 
situation among the farmers is far less 
favorable than might be hoped for (see 
page 4). Should foreign nations feel the 
impact of a recession, there would almost 
certainly be unfortunate repercussions in 
the United States. Barring developments 
of this kind, however, conditions seem 
favorable for a period of recovery of con- 
siderable proportions. 
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“Hitler Says Austrians Are Happy Under 
the New Regime.”—Headline. They’d darn 
well better be! —Washington Post 





“Do you suppose Henry Ford’s new 
‘saddle’ motor is making competitors bridle?” 
asks the Ponca City News. 


“You say you know the plaintiff’s reputa- 
tion, and you know it to be anything but 
good?” 

oVes, I ae.” 

“Then tell the jury, on your oath, what 
reasons you have for making such a state- 
ment.” 

“Well, I can say on oath that I have met 
this man in places where I would be ashamed 
to be seen!” —SELECTED 


“Gentlemen of the jury, you have heard 
the facts of both sides. Mr. Vernon had a 
public fight with Mr. Goodwin. Mr. Vernon 
had in his possession at the time one butcher 
knife, a club, and a shovel. Mr. Goodwin had 
on his person one hatchet, an iron wrench, 
and an iron bar. Both men plead ‘not guilty,’ 
each asserting a plea of self-defense. Have 
you reached a verdict ?” 

“We have, your honor.” 

“And that verdict—” 

“We, the jury, would have cheerfully paid 
$1 per man to have seen the fight.” 

—WALL STREET JOURNAL 


The truck driver was unfortunate enough 
to run his machine into a house where a 
woman stood ironing. He did not know 
what to say and finally blurted out: “Can 
you tell me the way to Riverdale?” 

The surprised woman replied, “Yes, straight 
past the sideboard and then to the left past 
the piano!” —SELECTED 


The streamlined trains haven’t enough 


speed yet. What the railroads need are trains 
out from under mort- 
—Washington Post 


fast enough to 
gages. 


run 





“McCARTHY’S ON FIRST, MOORE’S ON THIRD .. . 
ONE DOWN AND HOMERUN BOLAND’S COMING TO 
THE PLATE . . . TAKE IT AWAY, JOSEPH!” 
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